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Abstract 
When creating a radical new brand extension, marketers must carefully consider their branding and marketing strategies in order 
to capitalize the competitive advantage gained by innovation. Because innovation can be achieved in a multitude of ways, it is 
important to understand how consumers think and react regarding a new product that possesses a high degree of innovation. 
Traditionally, when a new product is launched, companies will Asses consumer innovativeness by creating specific customer 
profiles. These profiles take into account intrinsic and extrinsic factors that influence consumer behaviour regarding radical brand 
extensions. The purpose of this article is to propose a new approach on the way this profiles should be built. The authors will 
debate if the traditional view on consumer innovativeness is obsolete and propose an alternative based on consumer risk profiles. 
Based on a detailed conceptual analysis this article develops the framework of a research methodology for measuring consumer 
innovativeness and consumer risk aversion when facing the dilemma of accepting a radical new product. 
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1. Introduction 
The information age is almost over. We live in a world where nearly everyone has access to unlimited amounts of 
information regarding almost everything. This situation is the direct effect of faster technological changes. 
Understanding the dynamics of these technological changes is vital for marketers for a couple of reasons. Perhaps 
the most important implications of technological change is its capacity to forge new growth markets and to create 
new brands (Sood&Tellis, 2005).  
Organizations must learn to continually innovate for acquiring long-term success in the market. As a 
consequence of the innovation process, companies may launch new brand extensions. However not all brand 
extensions are the same. Some brand extensions are based on the idea of creating small improvements to the already 
existing product. For example, a company can create a new flavor for their soft drinks or a new Smartphone with a 
better processor and battery life. Nevertheless, in some cases companies may create brand extensions that change the 
products mainstream customer use (Padget&Mulvey, 2007). Take for example the first Smartphone, or the first 
tablet introduced on the market. In the first situation we can talk about an incremental brand extension and in the 
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second one, about a radical brand extension.  
Because the success of brand extensions largely depends on the consumers adopting them, the innovation process 
required for creating a strong brand extension must be based on understanding consumer needs. Usually, companies 
focus on identifying those needs and creating products or services that meet them over extended periods of time. 
From a managerial perspective, the product life cycle is the instrument used to explain the entire process as a result 
of its simplicity and intuitive logic. This model explains how consumers adopt a brand extension due to spontaneous 
innovation and the number of consumers continually increases until a saturation point due to cumulative adoption 
(Moon, 2005). The parameters used to explain this trend, are innovation rate, imitation rate and market potential 
(Hultink et al. 2000). The main issue manager’s face when creating a radical brand extension is not the market or the 
consumer, but the product itself.  Regardless how great innovation rate is, imitation rate will gradually fall to zero if 
the product fails to sustain itself on the market. As a consequence, consumer behavior is predetermined not only by 
internal factors and independent external variables, but also by dependant external variables (Hauser et al. 2006).   
Not only organizations need to adapt to technological changes. Consumers also need to accommodate and 
familiarize themselves with these changes. Because not all customers act or learn regarding a new brand extension 
in the same way (Broniarczyk&Alba, 1994), marketers use specific customer profiles to appraise consumer 
innovativeness. Traditionally these profiles are built mainly on demographic and cultural variables and to a smaller 
extent on product and adopter categories (Garcia&Calantone, 2002). The problem with this kind of consumer 
profiles is that they do not lead to unify measurement scales of consumer innovativeness, therefore cannot be 
generalized. Also, the fact that consumer innovativeness is the result of continuous externalities and not singular 
events regarding a specific product creates the need for a holistic approach regarding innovation. 
In these circumstances, a new approach for explaining and measuring consumer innovativeness is needed. We 
propose a new perspective based on consumer risk aversion regarding specific psychological and sociological biases 
that have an influence on the process of adopting a radical brand extension: information bias, financial bias, image 
bias and functional bias. Further, we try to explore the fundamental implications of each of these constructs.  
2. Consumer innovativeness and risk aversion 
Risk and risk aversion are two frequently used concepts, but their meaning is misunderstood often when used to 
describe consumer behavior. In general, consumers are self-aware that any consumption act or choice they take will 
produce consequences. When describing consumer behavior, risk should be defined as the uncertainty that 
consumers face when they cannot foresee the consequences of their purchase decisions (Schiffman&Kanuk, 2004). 
Accordingly, risk aversion can be defined as the consumer predilection to avoid risks associated with purchase 
decisions (Schiffman&Kanuk, 2004). Because risk and risk aversion are two amply constructs that are impossible to 
measure or estimate regarding specific purchase decisions, it is impracticable to directly link consumer 
innovativeness with consumer risk aversion. Therefore, a purchase decision regarding a radical brand extension can 
be viewed as a predetermined set of consumer biases that are the direct result of four paradoxes related to the 
consumption situation.      
2.1. The "expert" consumer paradox 
As a general rule of thumb, the more radical a brand extension is, the greater and easier to sustain the gained 
competitive advantage is (Rajesh&Tellis, 1998). But, even in these circumstances, the perils of creating a radical 
brand extension are high. When a radical brand extension is created, most times is the only available product 
competing to satisfy a specific need. However, with time the number of product alternatives tends to grow 
exponentially. Because different people have different needs, companies act accordingly and hatch augmented 
versions of their products to satisfy those needs.  
A big problem appears when companies run out of meaningful ways to augment their products. A short trip to the 
local hypermarket will show that exists a proliferation trend of sameness rather than differentiation among products. 
This results in products not competing against each other but collapsing into an amorphous mass of similarity in the 
mind of consumers (McGovern&Moon, 2007).  
Let us imagine a man in a hypermarket that tries to pick a new beer brand that he would enjoy. For him, the task 
would not be so hard even if he never tasted in its entire lifetime most of the products. He would simply walk down 
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the isle eliminating entire assortments of beer at once: all canned beers, all non-alcoholic beers, all blonde beers. 
Finally, he would choose between two-five brands by using some additional criteria's like price, filtered or unfiltered 
beer, label or bottle uniqueness. The entire task would not take too long because he has the knowledge to 
deconstruct the entire beer product category into smaller categories and subcategories. Now let us imagine an alien 
facing the same task. The poor alien will be very confused and parsing the differences between various beer 
assortments will take for him hours. 
When facing a radical brand extension, all consumers are similar to the alien in the example above. Where a 
connoisseur sees the differences between products, a newcomer sees the similarities (Van del Bulte, 2000). They 
need to learn to differentiate products, because they do not possess the knowledge to see the benefits of the new 
mainstream shift. Furthermore, they also need to learn how to use the product and how the product can satisfy their 
specific needs. Consumer willingness to learn about a new product determinates their information bias towards the 
brand extension, thus influencing their risk aversion regarding innovations.    
2.2. The "poor" consumer paradox 
When face a purchase decision regarding a brand extension, consumers will be subject for various concerns 
related to the product consumption frame. Consumers are inclined to adopt a "don't know, don't care attitude" related 
to new brand extensions in order to protect themselves from potential risks. The most common concern is that the 
product being considered for purchase is of poor quality and will not work properly (Keller, 2008). Besides the risks 
regarding the quality of the product, the consumer exposes himself to a potential financial loss. Due to product 
quality requirements becoming more stringent (Hultink et al. 2000), consumers evaluate potential purchases of new 
products in terms of value driven relations with other products and not on an individual basis (Rajesh&Tellis, 1998).  
In these circumstances, the investments made in the acquisition of the new product are lower compared to the total 
value obtained from purchasing the new product. The main problem is that radical brand extensions are intended to 
change the products mainstream customers use, thus always rendering customers vulnerable to a potential loss and 
making them "poorer" as the result of adopting innovation. 
Let us imagine a consumer that tries to pick the right salad dress for its dinner. Even if, in any local supermarket 
you can usually find more that one hundred different types of salad dress, the decision would be very simple when 
using an approach based on value. When there are lots of possible alternatives, it is easier to value things because 
there are a lot of comparison alternatives (Tormala et al. 2012). The attractive features of the rejected alternatives 
can be considered as the opportunity costs of the decision. These costs lower the overall value of the purchased 
product and are mutually correlated but equal. 
Let us imagine a new, innovative product that promises to make your salad taste like never before is created. In 
this situation, there are only two alternatives: choosing from the myriad of available salad dress, or trying the new 
product. If the product fails to deliver its key promise, the consumer will take a financial loss originated in the 
monetary value of the product. Additionally, even if the product manages to deliver its key promise, the opportunity 
costs are greater compared to the first situation, thus lowering even more the value of the product.      
As observed in the above example, opportunity costs subtract from the value obtained when purchasing a specific 
product, even if the perfect decision was made in terms of economic rationality. Consumer willingness to accept 
financial risks and potential risks related to these opportunity costs of purchasing the new product that are 
diminishing its overall value, determinates their financial bias towards the brand extension. Therefore risk aversion 
regarding innovations is also influenced by consumer financial bias. 
2.3. The self-expression paradox 
In normal circumstances, individuals try to express their own unique identity through all means they have at their 
disposal. This means that radical brand extensions can serve as a solid identity signal because of their perceived 
relative uniqueness. This uniqueness is the result of a new concept created and introduced by the brand extension. 
When a radical brand extension is first introduced to the market, it has a certain identity appeal to all consumers 
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(Monga&Deborah, 2010). If this appeal does not easily wear off in time, it will highly contribute to the new product 
diffusion acceleration (Pae&Lehmann, 2003). But the main problem is that, by faster new product diffusion, a 
radical brand extension quickly loses its uniqueness in terms of potential for projecting a desired self-image.  
Let us remember one of most memorable Seinfeld episode called "The Soup Nazzi". In this episode, which is 
based on a real story that happened in New York in the 90's, the main character and his friends go to a new soup 
stand located in the other side of the town for the delicious soup everyone is talking about. But there is a small 
downside of this new restaurant: the owner, nicknamed "The Soup Nazzi" often kicks out from its shop customers 
that do not respect his exact demands for sitting in line, ordering, paying and serving soup. Despite this negative 
circumstances and publicity, the soup stand is always full. By being a hostile brand, the uniqueness of the brand is 
preserved in time. Furthermore, hostile brands tend to develop unique and strong brand associations based both on 
brand identity and consumer vision of their own identity (Keller, 2008).   
In reality, when they must choose to purchase or not a new brand extension, all customers want to eat soup more 
or less from places like "The Soup Nazzi". The reason behind this behavior is simple: brands like "The Soup Nazzi" 
are luxury brands of the non-monetary type. In such cases, the equity of ownership is not based on the real price, 
like in the previous example, but on the figurative price. Consumer willingness to affiliate with brands those posses 
an unique identity based on mixed feelings that do not fade over time determinates their image bias towards the 
brand extension, thus influencing their risk aversion regarding innovations. 
2.4. The convenience paradox 
Nowadays, consumers can always tell a company how better they would like its products to be. Mainly, they 
assess the quality of a product by measuring its potential to satisfy a certain need in a desirable manner regarding the 
specific consumption frame (Tormala et al. 2012). Most companies understand the need to develop a good 
bidirectional communication with their customers regarding constant improving their products and services. But 
customers are unable to tell how convenient those products should be or how it might be possible to be surprised by 
a certain innovation (Hultink et al. 2000). If Volvo would ask his customers how to improve their car, most probably 
they would say they like very much all the safety features, but not the sex appeal of the car. If Audi would ask its 
customers the same question, the answers most probably would be lopsided due specific perceived convenience 
traits offered by competitors.   
For example, a car manufacturer will try to reduce the risk associated with the concerns expressed by consumers 
that their car will not work properly by creating cars that are convenient to use. But consumers will often suggest 
new ways to improve the already existing cars. Instead, if the company would surprise them by incorporating their 
suggestions in the development of the new cars, the purchase decision will mitigate the effect of the convenience 
function in the purchase frame (Van den Bulte, 2000). Therefore, consumer willingness to disregard using a brand 
that might not fully satisfy his needs but is a convenient choice and to try something innovative determinates their 
functional bias towards the brand extension, thus influencing their risk aversion regarding innovations. 
3. Conclusions 
In this study we investigated the key constructs related to the traditional view on consumer innovativeness. In 
particular, we analyzed how consumers think and react regarding a new product that possesses a high degree of 
innovation. Because consumer behavior is predetermined not only by internal factors and independent external 
variables, but also by dependent external variables (Hauser et al. 2006) we proposed an alternative approach 
regarding innovation based on information bias, financial bias, image bias and functional bias. Further we have 
explained the predicted influence of each of these constructs regarding purchase decisions and the act of adopting or 
rejecting a radical brand extension.  
From a theoretical standpoint our study offers an alternative to the traditional view of consumer risk profiles 
regarding innovation that are built mainly on demographic and cultural variables and to a smaller extent on product 
and adopter categories. This model explains how consumers adopt a radical brand extension due to psychological 
and sociological factors and not due to spontaneous innovation as previous studies. 
Although, the framework proposed by us is not strictly normative regarding measuring consumer innovativeness, 
our study has several implications from a managerial standpoint. First it offers an easy to apply methodology for 
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assessing consumer innovativeness prior to defining target segments for a radical brand extension. Each of the four 
proposed constructs can be easily measured using simple quantitative research techniques. Second, by using a risk-
based approach, managers can define the overall risk of creating a radical brand extension both from a company 
perspective and a consumer perspective.    
Additionally, our model opens multiple venues for further research. Generally, future research must concentrate 
on measuring the influence of each of the four biases on consumer innovativeness and how each construct can be 
included in the consumer risk profile regarding innovation. The role consumer predilection for a high degree of 
convenience and knowledge about a new brand extension must be closely examined for determining the existence of 
additional latent variables that can affect consumer innovativeness. A better understanding of the role prices has in 
supporting or hurting radical brand extensions is also needed. Particularly, a strong emphasize must be put on 
determining the optimum price for a radical brand extension prior to its market introduction. Furthermore, future 
studies can explore and develop new strategies for entering new markets. 
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